META FINANCIAL GROUP INC

FORM 10QSB

(Quarterly Report of Financial Condition)

Filed 8/12/1996 For Period Ending 6/30/1996

Address 121 EAST FIFTH STREET P O BOX 1307
STORM LAKE, lowa 50588
Telephone 712-732-4117
CIK 0000907471
Industry S&Ls/Savings Banks
Sector Financial
Fiscal Year 09/30
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-QSB

[ X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 1996

[] TRANSACTION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transaction period from to

Commission File Number: 0-22140

FIRST MIDWEST FINANCIAL, INC.

(Exact name of small business issuer as specifi@id charter)

Delaware 42-1406262

(State or other jurisdiction of (IRS Employer Identification No.)
incorporation or organization)

Fifth at Erie, Storm Lake, lowa 50588
(Address of principal executive offices)

(712) 7324117

(Issuer's telephone number, including area code)

Check whether the issuer (1) filed all reports megfuto be filed by Section 13 or 15(d) of the S#ms Exchange Act of 1934 during the past

twelve months (or for such shorter period thatrdgistrant was required to file such reports), &)chas been subject to such filing
requirements for the past 90 days. Yes[ X] No[]

Indicate the number of shares outstanding of e&tedssuer's classes of common stock, as ofdiestl practicable date.

Class: Outstanding at June 30, 1996:

Common Stock, $.01 par value 1,778,577 Common Shares

Transitional Small Business Disclosure Format: YgNo [ X ]



FIRST MIDWEST FINANCIAL, INC.
FORM 10-QSB

INDEX

Part I. Financial Information

Iltem 1. Financial Statements (unaudited):

Consolidated Statements of Financ ial Condition
as of June 30, 1996 and Septemb er 30, 1995

Consolidated Statements of Income for the
Three Months and Nine Months En ded June 30,
1996 and 1995

Consolidated Statement of Stockho Iders' Equity for the
Nine Months Ended June 30, 1996

Consolidated Statements of Cash F lows for the
Nine Months Ended June 30, 1996 and 1995

Notes to Consolidated Financial S tatements

Iltem 2.  Management's Discussion and Analy sis of Financial

Condition and Results of Operat ions

Part Il. Other Information

Signatures



PART I.

ITEM 1. FINANCIAL STATEMENTS

FIRST MIDWEST F
AND SUBSI
Consolidated Statements

Assets

Cash and cash equivalents

Securities available-for-sale, amortized cost of
$48,865,127 and $48,661,536

Mortgage-backed securities available-for-sale,
amortized cost of $37,631,323 and $20,658,949

Loans receivable - net of allowances of $1,811,535
and $1,649,520

Real estate owned - net of allowances of $20,000 an

Accrued interest receivable

Federal Home Loan Bank stock

Premises and equipment, net

Excess of cost over net assets acquired

Other assets

Total Assets

Liabilities and Stockholders' Equity

Liabilities
Deposits
Advances from Federal Home Loan Bank
Securities sold under agreements to repurchase
Advances from borrowers for taxes and insurance
Accrued interest payable
Other liabilities

Total Liabilities
Commitments and contingencies
Stockholders' Equity

Preferred stock, 800,000 shares authorized, no shar
issued or outstanding
Common stock, $.01 par value, 5,200,000 shares
authorized, 1,990,495 and 1,991,453 issued
Additional paid-in capital
Unrealized gain (loss) on securities available-for-
net of deferred income tax
Less: Obligation under employee stock ownership pla
Less: Treasury stock, 211,918 and 197,428 shares, a
Retained earnings

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

FINANCIAL INFORMATION

INANCIAL, INC.
DIARIES
of Financial Condition

June 30, 1996

September 30, 199

$ 18,159,622 $ 4,615,712
48,315,224 48,829,103
37,815,732 21,402,989
222,761,161 178,551,501

d $0 112,773 48,418
3,560,066 2,745,747
5,524,700 3,915,300
2,707,641 1,976,647
2,578,788 1,689,776
558,973 438,030

$ 342,094,680 $ 264,213,223

$ 203,913,766 $171,792,997
93,290,539 51,098,388

1,979,918 1,149,918
596,784 501,522
1,087,473 788,008
2,197,608 869,694
303,066,088 226,200,527
es
19,905 19,915
19,494,430 19,310,045
sale,
(227,743) 571,564
n (811,700) (967,200)
t cost (3,331,780) (3,002,207)
23,885,480 22,080,579
39,028,592 38,012,696

$ 342,094,680

$ 264,213,223

See accompanying notes to consolidated financitéstents



FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

C onsolidated Statements of Income
Three Months Ended Nine Months Ended
June 30, June 30,
1996 1995 1996 1995
Interest Income:
Loans receivable .......ccccocevvvvcneeeee L $ 5,004,672 $ 3,398,766 $13,639,540 $10,003,028
Securities available-for-sale ................. 729,278 344,506 2,064,520 878,104

Mortgage-backed securities available-for-sale . 682,082 437,282 1,888,634 1,345,612
Securities held-to-maturity ................... -- 465,226 - 1,353,014
Mortgage-backed securities held-to-maturity ... -- 448,381 - 2,142,177
Dividends on Federal Home Loan Bank stock ..... 83,024 68,330 231,951 201,181
Total interest income .......cccoceeeeeee. L 6,499,056 5,162,491 17,824,645 15,923,116
Interest Expense:
Deposits 2,514,636 2,137,897 7,179,841 6,103,340
Other borrowings 1,220,470 759,111 2,922,944 2,764,017
Total interest expense .......ccceeeeeeee L. 3,735,106 2,897,008 10,102,785 8,867,357
Net interest income .......ccccceevvvevncennee 2,763,950 2,265,483 7,721,860 7,055,759
Provision for loan losses .........ccceeeeeeee. L 30,000 130,000 90,000 190,000
Net interest income after provision for loan losses ... 2,733,950 2,135,483 7,631,860 6,865,759
Non-interest income:
Service charges ........ccccvvveviiinennens 218,821 223,815 629,522 507,986
Gain on sale of securities - 1,025,896 57,129 1,070,247
Brokerage commissions from subsidiary ......... 70,318 76,558 222,053 242,829
Other .....cccovvviviiiiiicciie 70,528 26,558 140,273 123,202
Total non-interest income ......ccc.oce.. . L. 359,667 1,352,827 1,048,977 1,944,264
Non-interest expense:
Compensation and benefits .... 971,547 841,862 2,810,483 2,509,104
Occupancy and equipment .. 129,237 82,425 401,722 303,794
Federal deposit insurance ... 111,164 100,852 318,725 302,770
Data processing ..... 79,997 72,060 215,679 208,871
Other 315,717 269,644 920,889 815,117
Total non-interest expense ......c.cece... . L. 1,607,662 1,366,843 4,667,498 4,139,656
Income before income taxes .......cccccceeeeeeeee. L 1,485,955 2,121,467 4,013,339 4,670,367
Income tax eXpense .......cccccevveevvcees 593,774 859,392 1,617,507 1,857,578
NetinCOmMe ...ccooeviiiiiiiii e $ 892,181 $ 1,262,075 $ 2,395,832 $2,812,789
Primary and Fully Diluted Earnings per
Common Share (Not€ 3): ..ccovvvvveveieeee $ .50 $ .67 $ 134 $ 149

See accompanying notes to consolidated financitéstents



Fl

Consolidat
For The

Ad
Common P
Stock C

Balance, september 30, 1995 $19,915 $19

Payment on ESOP borrowing
and fair market value adjustment --

Dividends paid --
Net change in unrealized gain on
securities available-for-sale, net

of deferred income taxes --

Amortization of recognition and
retention plan -

Purchase of 23,940 common shares -

Issuance of 9,450 shares from
treasury in connection with stock

option plan -

Retirement of 958 common shares (10)
Net income -

Balance, June 30, 1996 $19,905 $19

RST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

ed Statement of Stockholders' Equity

Nine Months Ended June 30, 1996

ditional
aid-In  Retained Esop Treasury
apital  Earnings Borrowings  Stock

310,045 $22,080,579 $(967,200) $(3,002,207)

194,336 -~ 155,500 -
-~ (590,931) - -
102,176 - - -
- - ~  (536,210)
(112,137) - - 206,637
10 - - -
-~ 2,395,832 - -

494,430 $23,885,480 $(811,700) $(3,331,780)

See accompanying notes to consolidated finanasdsients

Unrealized
Gain/(Loss)
on Securities  Total

$571,564 $38,012,696

- 349,836

- (590,931)

(799,307)  (799,307)

- 102,176

- (536,210)

$(227,743) $39,028,592




FIRST MIDWEST FINANCIAL,
AND SUBSIDIARIES

Consolidated Statements of Ca

Cash flows from operating activities:

Netincome ......cccoeevvvviiiciiiiiiiieees

Adjustments to reconcile net income to net cash
Depreciation, amortization of premiums and ac
Provision for loan losses ...................
Gain on sale of securities available-for-sale
(Gain)/loss on sale of assets ...............
Amortization of unearned stock grants .......
Stock dividends on Federal Home Loan Bank sto
Proceeds from sale of loans .................
Origination of loans for resale .............
Increase in accrued interest receivable .....
Increase in other assets ....................
Increase in accrued interest payable ........
Increase in other liabilities ...............

Net cash flows from operating activit

Cash flows from investing activities:
Purchase of securities available-for-sale .....
Purchase of securities held-to-maturity .......
Proceeds from sale of securities available-for-
Proceeds from maturities of securities ........
Purchase of Federal Home Loan Bank stock ......
Purchase of mortgage-backed securities availabl
Proceeds from principal repayment of mortgage-b
Proceeds from sale of mortgage-backed securitie
Loans originated ...........cccceveiiieeenne
Loans purchased ................
Loan principal repayments
Acquisition of lowa Bancorp, Inc. - net .......
Proceeds from sale of real estate owned .......
Purchase of furniture and equipment ...........
Proceeds from sale of assets ..................
Proceeds from exercise of stock options .......
Purchase of Treasury stock ....................

Net cash flows from investing activit

(Continued)

INC.

sh Flows

Nine Months Ended June

........................ $ 2,395832 $ 2,8
provided by operations:
cretion of discounts ... 378,314
........................ 90,000 1
(57,129) (1.0
1,005
102,176 1
(78,900)
1,652,794
(1,635,873)
(663,514)
(178,929)
299,465
1,720,325

w r~

(70,835,016) (21,3
- (11,8
165,000 4

72,300,000 5,3
(1,355,100) 9
(20,206,932)

acked securities ....... 6,499,606 2,7

S e 28,079 48,9

(70,281,581) (47,6

(24,473,540) (5,9

66,631,216 46,5
(5,217,265)
31,171
(812,318) 3
26,335
94,500
(536,210) (8

185 oo (47,942,055) 15,1




FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

Consolidated Statements of Cash Flo ws -- Continued
Nine Months Ended June 30,
1996 199 5
Cash flows from financing activities:

Increase in NOW, passbook and money market acco 736,396 5 04,732
Increase/(decrease) in certificate accounts ... 15,742,021 (3,6 45,774)
Proceeds from advances from Federal Home Loan B 152,000,000 226,0 00,000
Payments of Federal Home Loan Bank advances ... (111,507,849) (235,2 07,176)
Proceeds from securities sold under agreements to repurchase 1,230,000 2 40,000

Payments of securities sold under agreements to repurchase ............ (400,000) -
Increase in advances from borrowers for taxes a nd insurance ........... 95,262 45,450

Payments of employee stock ownership plan borro WINGS .evvvvviieeeeeens 155,500 --
Dividends paid ......ccccocvvvveeniiennceees e (590,931) 4 07,228)
Net cash flows from financing activit €S Lo, 57,460,399 (12,4 69,996)
Net change in cash and cash equivalents ........... 13,543,910 4,6 49,572
Cash and cash equivalents at beginning of period .. 4,615,712 6,4 30,235

Cash and cash equivalents at end of period ........ . $ 18,159,622 $ 11,0 79,807




FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

Notes to consolidated Financial Stateme
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies followed by First Midwegdncial, Inc. ("First Midwest" or the "Company'diits consolidated subsidiaries, First
Federal Savings Bank of the Midwest ("First Fedepalthe "Bank"), First Services Financial Limitadd Brookings Service Corporation, for
interim reporting are consistent with the accoumfiolicies followed for annual financial reportirgl adjustments that, in the opinion of
management, are necessary for a fair presentdtiiie oesults for the periods reported have beeluded in the accompanying unaudited
consolidated financial statements, and all suchsadjents are of a normal recurring nature. Therapamying financial statements do not
purport to contain all the necessary financial ldsares required by generally accepted accountimgiples that might otherwise be
necessary in the circumstances and should be meazhjunction with the Company's financial statetagand notes thereto, for the year et
September 30, 1995.

2. SECURITIES

During the year ended September 30, 1995, the Caoynealassified all securities, including mortgdggeked securities, previously
designated as held-to-maturity to the availablestie category. All securities acquired subseqteetitis reclassification have also been
designated as available-for-sale.

3. EARNINGS PER SHARE

Earnings per share is computed based on the weiglverage number of common shares and common stpikalent shares outstanding
during the period, which totaled 1,793,575 and 1,881 shares for the three months ended June 96,d®l 1995, respectively, and which
totaled 1,791,522 and 1,891,192 shares for themimeths ended June 30, 1996 and 1995, respectlyebllocated shares of common stock
held by the employee stock ownership plan are onsidered outstanding for the purpose of calcuati@rnings per share. The difference
between primary and fully diluted earnings per shiamot material.

4. COMMITMENTS

At June 30, 1996 and September 30, 1995, the Badlohtstanding commitments to originate and puehaans totaling $1.8 million and
$6.8 million, respectively, excluding undisbursedtns of loans in process. It is expected thastanding loan commitments will be funded
with existing liquid asset:



5. COMPLETED ACQUISITION

On December 29. 1995, First Midwest completed trition of lowa Bancorp, Inc. ("lowa Bancorpdnd its wholly-owned subsidiary,
lowa Savings Bank, a federal savings bank, ("loaair®)s") located in Des Moines, lowa. Upon acqigisitlowa Bancorp was merged into
First Midwest and lowa Savings was merged intotfesleral. The lowa Savings office operates asailva Savings Bank Division of First
Federal. At the date of acquisition, lowa Bancoa hssets of $24.4 million and total equity of $Wilion. First Midwest purchased lowa
Bancorp's 379,980 outstanding shares and 36,53@sshabject to option for a cash payment of $2p&%hare for a total net purchase price
of approximately $8.0 million. The acquisition Haen accounted for as a purchase, and the accomgamnsolidated financial statements
reflect the combined results since the date of ia@tepn. The cost of the acquisition will be alléed on the basis of the estimated fair market
value of the assets acquired and liabilities assufiee fair value to be assigned to the assetdiauitities, including the core value of the
existing customer deposit base, has not yet betenni@ed.

The unaudited consolidated results of operationa pro forma basis as though the acquisition ol@&ancorp had been consummated at
October 1, 1995 are as follows:

Nine Months Ended
June 30, 1996

(amounts in thousands except per share data)

Interest income $ 18,178
Interest expense 10,348
Net interest income before provision for loan losses 7,830
Provision for loan losses 191
Net interest income 7,639
Non-interest income 1,048
Non-interest expense 4,846
Income before income taxes 3,841
Income tax expense 1,590
Net Income $ 2,251
Net income per weighted average share outstanding $1.26

The pro forma financial information is presentedifdormational purposes only and is not necessardicative of the operating results that
would have occurred had the lowa Bancorp acquislieen consummated as of the above date, noreyrenéftessarily indicative of future
operating results



6. PENDING ACQUISITION

On May 20, 1996, the Company entered into a defanagreement to acquire Central West BancorpardtiGentral West"), the holding
company of Security State Bank, Stuart, lowa. Tgreement calls for the Company to acquire all amiding shares of Central West for an
estimated aggregate consideration valued at $3l@mior approximately $73.00 per share, to bel[¥&% in common stock of the Company
and 25% in cash, subject to adjustment in accoedaiith the terms of the agreement. The acquisitidrich will be accounted for as a
purchase, is subject to approval by the Federa¢feBoard and the lowa superintendent of bankihg. stockholders of Central West have
approved the acquisition. The acquisition is expatd be completed by the end of 1996. At Jund 896, Central West had assets of $30.0
million, deposits of $26.4 million and stockholdezgquity of $2.5 million. Security State Bank opegsaoffices in Stuart, Casey and Menlo,
lowa, which will continue to operate after compbetiof the acquisition.

7. NEW ACCOUNTING PRONOUNCEMENTS - MORTGAGE SERVNG RIGHTS

In May 1995, the Financial Accounting Standardsrdq&ASB) issued Statement of Financial Accountitgndards Number 122 (SFAS No.
122) entitled Accounting for Mortgage Servicing Rigg SFAS No. 122 requires mortgage servicerssthbr securitize loans and retain
servicing rights to allocate the total cost of kbens to the servicing rights and loans based ein thir value if practicable to estimate or, ift
practicable to estimate, to the loans only. SFASTN? is effective for fiscal years beginning afiexcember 15, 1995, or October 1, 1996 for
the Company. The effect is dependent, among otdvesi upon the volume and type of loans origindtezlgeneral levels of market interest
rates, and the rate of estimated loan prepaymé&h&sCompany believes the implementation of thitestent will not have a significant

impact on its financial statemen



Part I. Financial Information
Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

GENERAL

First Midwest Financial, Inc. ("First Midwest" dn¢ "Company") was incorporated under the laws ef3tate of Delaware for the purpose of
owning all of the outstanding stock of First Fed&avings Bank of the Midwest ("First Federal” be t'Bank") issued upon the conversion of
First Federal from mutual to stock form. First Miglst acquired all of the stock of First Federal ept€mber 20, 1993, when the conversion
was consummated. The activities of First Midwestlithave no material impact on the results of af@ns on a consolidated basis. Unless
otherwise indicated, the activities discussed belgate to the activities of First Federal.

The following discussion focuses on the consolididiteancial condition of First Midwest and its sitaries, at June 30, 1996, compared to
September 30, 1995, and the consolidated resutipexfitions for the three months and nine monttde@&dune 30, 1996, compared to the
same periods in 1995. This discussion should be&ireeonjunction with the Company's financial stagsits, and notes thereto, for the year
ended September 30, 1995.

FINANCIAL CONDITION

Total assets increased by $77.9 million, or 29.8&m $264.2 million at September 30, 1995, to $344illion at June 30, 1996. The incre:
is, in part, attributable to the acquisition of lBancorp during the period (see Note 5 to the Glafeted Financial Statements). At the date
of acquisition, lowa Bancorp had total assets @f.42nillion, which included loans receivable of $# illion. In addition, the increase in
total assets is attributable to the purchase ofgage-backed securities, increased cash and casfakmt balances, and an increase in net
loan receivables.

Cash and cash equivalents increased $13.5 mitho293.4%, to $18.2 million at June 30, 1996, fid4n6 million at September 30, 1995. 7
increase was due primarily to the accumulationcpfitl funds from the repayment of loans, from gitoit customer deposits and from other
sources. The funds are to be used primarily to fiurdent and anticipated lending opportunities, @népay short-term borrowings.

The portfolio of securities available-for-sale deased by $514,000, or 1.1%, to $48.3 million aeJ3M, 1996, from $48.8 million at
September 30, 1995. The decrease is the resuileahaturity or call of securities during the perindin amount somewhat in excess of
purchases made during the period.

Mortgage-backed securities available-for-sale iaseel by $16.4 million, or 76.7%, to $37.8 millidnJane 30, 1996, from $21.4 million at
September 30, 1995. The increase was due primartlye purchase of adjustable-rate government ggesued mortgage-backed securities
during the period. In addition, lowa Bancorp he&iZmillion in mortgag-backed securities at the date of acquisit



The net portfolio of loans receivable (consistifigiogle-family and multi-family residential mortge loans, commercial real estate,
agricultural, consumer and other loans) increase®4d.2 million, or 24.8%, to $222.8 million at &80, 1996, from $178.6 million at
September 30, 1995. The increase in loan receisdhdtudes $16.4 million held by lowa Bancorp a ttate of acquisition. In addition, the
increase reflects increased origination of residgragricultural, commercial business and consuens, and the purchase of multi-family
residential and commercial real estate loans duhiageriod.

Deposit balances increased by $32.1 million, o7%8.to $203.9 million at June 30, 1996, from $1#hiBion at September 30, 1995. The
increase in deposits includes $15.6 million helddwa Bancorp at the date of acquisition. In additideposit balances increased for
checking, savings and certificates of deposit antxwhich was partially offset by a decline in rmgmarket accounts during the period.

The balance in advances from the Federal Home Baak of Des Moines increased by $42.2 million, 21686, to $93.3 million at June 30,
1996 from $51.1 million at September 30, 1995. eeease reflects additional borrowings duringptkeiod used to fund the origination and
purchase of loans, and the purchase of mortgagestiaecurities.

Total stockholders' equity increased by $1.0 millior 2.7%, to $39.0 million at June 30, 1996 fi$88.0 million at September 30, 1995. The
increase is primarily due to growth in retainedh@ays during the period, which was offset by a ridun in unrealized gains on securities
available-for-sale and was reduced by the effeth®facquisition of treasury stock during the perio

NON-PERFORMING ASSETS AND ALLOWANCE FOR LOAN LOSSES

Nor-performing assets at June 30, 1996 totaled $605y00ich reflects a decrease of $197,000, or 2668 the $759,000 balance at
September 30, 1995. At June 30, 1996, non-perf@magsets included three non-accrual mortgage Wwahsan aggregate outstanding
balance of $143,000, and sixty non-accrual consamédrcommercial loans with an aggregate outstariaftence of $419,000. In addition,
non-performing assets at June 30, 1996 includddcestate owned and other repossessed assetsddialli3,000. At September 30, 1995, the
Bank held real estate owned totaling $48,000.

Generally, when a loan becomes delinquent 90 dag®oe, or when the collection of principal or irgst becomes doubtful, the Company
will place the loan on non-accrual status and, @esalt of this action, previously accrued inteiesbme on the loan is taken out of current
income. The loan will remain on non-accrual stasi$ong as the loan is 90 days or more delinquent.

The Bank establishes its provision for possibla llesses, and evaluates the adequacy of its alloeviom loan losses based upon a systematic
methodology consisting of a number of factors idiolg, among others, historic loss experience, tregall level of non-performing loans, the
composition of its loan portfolio and the genem@m@omic environment within which the Bank and isrbwers operate. As a result of this
analysis, the Bank has established an allowandedorlosses at June 30, 1996, of $1.81 milliore @owance represents approximately
268.3% of the total nc-performing assets at June 30, 1€



Financial Accounting Standards Board (FASB) Statamio. 114, Accounting by Creditors for Impairmeifta Loan, as amended by
Standard No. 118, Accounting by Creditors for Innpegint of a Loan - Income Recognition and Discloswas adopted as of October 1,
1995. Under this statement, loans considered tmpaired are reduced to the present value of ergefature cash flows or to the fair value
of collateral, by allocating a portion of the allamce for loan losses to such loans. If these altmtsmcause the allowance for loan losses to
require increase, such increase is reported assprovfor loan loss expense. The adoption of ttatesnent had no impact on the provision for
loan loss expense for the nine month period ended 30, 1996.

The following table sets forth an analysis of then(any's allowance for loan losses:

(In Thousands)

Balance, September 30, 1995 $ 1,650
lowa Savings Bank allowance at acquisition da te 132
Charge-offs 45
Transfers to real estate owned 15
Recoveries -
Additions charged to operations 90

Balance, June 30, 1996 $1,812

Based on currently available information, managdrbetieves that the allowance for loan losses exjadte to absorb potential losses in the
portfolio. Future additions to the allowance foafolosses may become necessary based upon chaegmgmic conditions, increased loan
balances or changes in the underlying collater¢éh@foan portfolio.

RESULTS OF OPERATIONS

General. Net income for the three months ended 30n2996 decreased $370,000, or 29.3%, to $892r660$1.26 million during the same
period in 1995. For the nine months ended Juné 385, net income decreased $417,000, or 14.8%2.#®%nillion compared to $2.81
million during the same period in 1995. The decedaset income for both the three month and nioetim periods is primarily due to a gain
on sale of securities that increased previous yetincome by approximately $632,000.

Interest Income. Total interest income for the ¢hmeonths ended June 30, 1996 increased by $1.8dmdr 25.9%, to $6.50 million,
compared to $5.16 million during the same perioti985. For the nine months ended June 30, 199G ¢esttincome increased by $1.90
million, or 11.9%, to $17.82 million from $15.92 lfran during 1995. The increase during both peritsdgrimarily due to increased interest
income from the loan portfolio, as a result of l@ghverage portfolio balances during the 1996 derammpared to 1995. In addition, the
1996 three month period reflects interest incoméherearning assets resulting from the acquisitfdiowa Savings Bank. These increases in
interest income were partially offset by reductiomterest income from the investment securiéied mortgage-backed securities portfolios,
both of which carried lower average balances duttiiegl 996 periods compared to 19



Interest expense. Total interest expense for tfeetimonths ended June 30, 1996 increased by $&3&0028.9%, to $3.74 million from
$2.90 million during the same period in 1995. Fa hine months ended June 30, 1996, interest egpeaieased by $1.24 million, or 13.9%,
to $10.10 million from $8.87 million for the samerd in 1995. The increase for both periods réfl@ucreased interest expense on higher
deposit balances during the 1996 periods compar&835, and the higher cost of interest on thopesits resulting from a general increase
in the level of interest rates between the companagériods. The three month period also reflecthitawhal interest expense on interest-
bearing liabilities resulting from the acquisitiohlowa Savings Bank.

Net Interest Income. Net interest income incredsefi498,000, or 22.0%, to $2.73 million for theehmonths ended June 30, 1996, f

$2.27 million for the same period in 1995. For tiee months ended June 30, 1996, net interest iadnoneased $666,000, or 9.4%, to $7.72
million from $7.06 million for the same period i895. The increase in net interest income is duegmily to the overall increase in interest-
earning assets between the comparable periodshwdsalted, in part, from the acquisition of lowaBigs Bank and, additionally, as a result
of an increase in the loan portfolio.

Provision for Loan Losses. For the three monthsrane months ended June 30, 1996, the provisiolofor losses was $30,000 and $90,000,
respectively. For the three months and nine moatisled June 30, 1995, the provision for loan logsss$130,000 and $190,000,
respectively. The comparatively higher provisionl@mn losses during the previous year resultedh frtanagement's election to increase the
balance in allowance for loan losses in conjunctigth growth of the loan portfolio. Management keks, based on review of historic loan
losses, current economic conditions, the levelasf-performing loans, and other factors, that theeru level of provision for loan losses, and
the resulting level in the allowance for loan Iessgeflects an adequate reserve against poteosisé$ from the loan portfolio.

Non-Interest Income. Non-interest income decrease®d®g,000, or 73.4%, to $360,000 for the three noetided June 30, 1996, from
$1.35 million for the same period in 1995. For tiiree months ended June 30, 1996, non-interest iaaaareased $895,000, or 46.0%, to
$1.05 million from $1.94 million for the same petim 1995. The decrease during both periods reflénet previous year gain on sale of
securities that resulted in an approximate $1.0anibddition to non-interest income.

Non-Interest Expense. Non-interest expense increa24d,$00, or 17.6%, to $1.61 million for the threentihs ended June 30, 1996, from
$1.37 million for the same period in 1995. For tiee months ended June 30, 1996, non-interest egpganreased $528,000, or 12.8%, to
$4.67 million from $4.14 million for the same petim 1995. The increase in namerest expense during both periods reflects geation o
an additional office facility, the conversion oftdgrocessing systems and the implementation ofpreduct offerings associated with the
acquisition of the lowa Savings Bank Division. bidéion, the increase reflects professional andsattimg expenses incurred in conjunction
with special projects during the peric



Federal law requires that the FDIC maintain reseatéboth the Savings Association Insurance FUB4IE") and the Bank Insurance Fund
("BIF") of at least 1.25% of insured depositor amts. The reserves are funded through the payniéméurance premiums by the insured
institution members of each fund. The BIF reachnsllevel during 1995, and the FDIC reduced inscegeremiums applicable to BIF-
insured institutions while retaining the premiunpplicable to SAIF members, such as First Fedetahear current level of .23% of deposits
until the SAIF reaches its required reserve leRebposed federal legislation provides for a oneetaesessment of .65% to .75% of insured
deposits to be imposed on all SAIF-insured depgsittuding those held by commercial banks, andBiér deposit insurance premiums to be
used to pay the Financing Corporation ("FICO") bartdrest on a pro rata basis together with SABhpums. If a requirement were
implemented as of June 30, 1996 for the Bank togpage-time assessment equal to .75% of insureakispthe amount of such assessment
would be approximately $1.5 million, although itwid also be anticipated that future SAIF premiunasild be significantly lower than the
current level.

Income Tax Expense. Income tax expense decrea$&q0®, or 30.9%, to $594,000 for the three mostided June 30, 1996, from
$859,000 for the same period in 1995. For the mnaths ended June 30, 1996, income tax expenseatect $240,000, or 12.9%, to $1.62
million from $1.86 million for the comparable pediin 1995. The decrease for the comparable threghand nine month periods is due to a
reduction in the level of taxable income.

LIQUIDITY AND CAPITAL RESOURCES

The Bank's primary sources of funds are deposdiits¢ipal and interest payments on loans, investmant mortgage-backed securities, and
funds provided by operations. While scheduled paysen loans, mortgage-backed securities and smontinvestments are relatively
predictable sources of funds, deposit flows arattyrénfluenced by general interest rates, econani@itions and competition.

The Bank's primary regulator, the Office of ThBiapervision, requires the Bank to maintain a mimintevel of investments in specified
types of liquid assets. Current regulations reqgthieeBank to maintain an average daily balancegh@nd eligible investments in an amount
equal to at least 5% of net withdrawable deposibants and short-term borrowings. At June 30, 18896 September 30, 1995, the Bank's
liquidity ratios were 6.3% and 10.8%, respectivejch were in excess of the minimum regulatoryuresments.

The Bank uses its capital resources principalljnézt ongoing commitments to fund maturing certiéiseof deposits and loan commitments,
to maintain liquidity and to meet operating expengd June 30, 1996, the Bank had commitmentsigpnate and purchase loans totalling
$1.8 million. The Bank considers its liquidity acapital resources to be adequate to meet its feadde short- and long-term needs. Savings
institutions insured by the Federal Deposit Insaea@orporation are required by federal law to ntleete regulatory capital requirements.
following table sets forth the Bank's regulatorpital levels at June 30, 1996, which, at that datestantially exceeded all regulatory
requirements



June 30, 1996

Tangible Capital Core Capital Risk-Based Capital
(Dollars in Thousands-) ----------- A lzr;ount % Amount % Amount %
Actual $30650 9.2 $30650 ----- 9.2"“;32,415" 16.1
Required 5,010 15 10,020 3.0 16,120 8.0
Excess $25640 7.7 $20630 62 $16203 81

The Federal Deposit Insurance Corporation ImprovdrAet of 1991 (FDICIA) established five regulatargpital categories and authorized

the banking regulators to take prompt correctii@macowith respect to institutions in an undercapitad category. At June 30, 1996, the Bank
exceeded minimum requirements for the -capitalized categon



FIRST MIDWEST FINANCIAL, INC.
PART Il - OTHER INFORMATION
FORM 10-QSB
Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits: None
(b) Reports on Form 8-K:
First Midwest filed Form 8-K dated May 17, 1996ré&port a change in certifying accountants.

First Midwest filed Form 8-K dated May 20, 1996réport the issuance of a press release that aneduhe signing of a definitive agreement
to acquire Central West Bancorporation, the holdiogpany for Security State Bank, Stuart, lowa.

First Midwest filed Form 8-K dated May 28, 1996rémort the issuance of a press release that anaduihe payment of a cash dividend of
$.11 per share, payable July 1, 1996 to stockhslofrecord on June 14, 1996.

All other items have been omitted as not requinedad applicable under the instructio



FIRST MIDWEST FINANCIAL, INC.
SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdeport to be signed on its behalf by
undersigned thereunto duly authorized.

FIRST MIDWEST FINANCIAL, INC.

Dat e: August 12, 1996 By: /s/ James S. Haahr

James S. Haahr, Chairman of the Board,
Presi dent and Chief Executive Oficer

Dat e: August 12, 1996 By: /s/ Donald J. Wnchell

Donald J. Wnchell, Vice President,

Treasurer and Chief Financial Oficer



ARTICLE 9

PERIOD TYPE 9 MOS
FISCAL YEAR END SEP 30 199
PERIOD END JUN 30 199
CASH 410,41
INT BEARING DEPOSITS 17,749,21
FED FUNDS SOLLC 0
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 86,130,95
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 224,572,69
ALLOWANCE 1,811,53!
TOTAL ASSETS 342,094,68
DEPOSITS 203,913,76
SHORT TERM 67,829,91
LIABILITIES OTHER 3,881,86!
LONG TERM 27,440,53
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 19,90¢
OTHER SE 39,008,68
TOTAL LIABILITIES AND EQUITY 342,094,68
INTEREST LOAN 13,639,54
INTEREST INVEST 4,185,10!
INTEREST OTHER 0
INTEREST TOTAL 17,824,64
INTEREST DEPOSIT 7,179,84.
INTEREST EXPENSE 10,102,78
INTEREST INCOME NET 7,721,86!
LOAN LOSSES 90,00(
SECURITIES GAINS 57,12¢
EXPENSE OTHEF 4,667,49
INCOME PRETAX 4,013,33!
INCOME PRE EXTRAORDINARY 4,013,33!
EXTRAORDINARY 0
CHANGES 0
NET INCOME 2,395,83
EPS PRIMARY 1.34
EPS DILUTED 1.34
YIELD ACTUAL 3.51
LOANS NON 562,00(
LOANS PAST 0
LOANS TROUBLED 0
LOANS PROBLEM 0
ALLOWANCE OPEN 1,649,52
CHARGE OFF¢< 45,00(
RECOVERIES 0
ALLOWANCE CLOSE 1,811,53
ALLOWANCE DOMESTIC 1,811,53!
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 0
End of Filing
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